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14 February 2005

SECURITIES & EXCHANGE COMMISSION,
Office of International Corporate Finance,

Division of Corporation Finance,
450 Fifth Street, N.W.,
Washington, D. C., 20549

05006138

Dear Sir,
Re: Hualing Holdings Limited — File No. 82-4195 (the “Company”)

We have enclosed the English and Chinese version of the announcement of the Company
dated 4 January 2005 for your record.

Thank you for your kind attention.

Yours sincerely,
For and on behalf of
Hualing Holdings Limited

oy

Wong Hon Sum
Company Secretary
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hange of Howg Kong Limited takes no rosponsibility tor the contents of this announcemeni, makes no representarion as to its accwracy or complereness and
Jront or fn reliatice upon the whole or any purt of the contenis of rhis announcement.

HUALING HOLBDINGS LIMITED
ZEREERAT

(Incorporated in Hong Kong widh limired liabitin:)
{Stock Code: 382)

CONTINUING CONNECTED TRANSACTIONS

transactions of the Company under the Listing Rutes.

The Company announces that the Group has. in the ordinary course of its business. entered into transactions relating to (the manufacture of goods for and sale of goods 1o
subsidiarics of Midea Group Co,, Lid.. the holding company of Midea International. Immediately following the completion of the Sale and Purchase Agreement on 11
November 2004, Midea International became a substantial shareholder of the Company interested in 670.076.808 sharcs. representing approximately 42.2% of the entire
issued share capital of the Company as at the date of this announcement, Accordingly, starting from 11 November 2004, the transactions constitute continuing connected

Since the applicable percentage ratios and the total consideration involved in those transactions during the period from 11 November 2004 w 31 December 2004 are
(subject 1o audity within the de minimis thresholds under Rule [4A,24 af the Listing Rules, the transactions are only subject to the reporting and announcement
requirements and are exempt from the Independent Shareholders” approval requirements of Chapter 14A of the Listing Rules. Details of the transactions will be included
in the Company s next published annual report and accounts in complianee with Rules 14A 45 and 14A 46 of the Listing Rules,

Similay Continuing Connected Transactions are expected to be entered inta from | January 2005 onwards. For a complete year in 2005 or thereafter. the de minimis
thresholds under Rule 14A.34 of the Listing Rules are expected to be exceeded. The Company proposes to seek approval from the Independent Shareholders and that an
independent financial adviser will be appointed to advise the independent board committee for the purpose of considering the Continuing Connected Transactions,

Reference is made to the announcement dated 11 November 2004 jointly made by the
Company and Midea International in relation to. among other things. completion of
the Sale and Purchase Agreement.

I, THE PROVISION OF OEM GOODS ARRANGEMENT

The Group has, since around late 2002 and in the ordinary course of its business.
entered into transactions relating to the manufacture of goods for, and sale of goods
to. subsidiaries of the Midea Group pursuant to the Provision of OEM Goods
Arrangement. The goods involved are houschold electrical appliances. mainly
refrigerators, with the arrangement also involving the provision of their parts.

On or prior to 11 November 2004, the Midea Group has placed certain purchase
orders with the Group pursuant o the Provision of OEM Goods Arrangement, with
part of those orders (involving a tolal sale price of approximately RMBS.500,000
(equivalent to approximately HKS8.018,900)) not yet performed and/or completed by
the Group as at 11 November 2004, OF those purchase orders then outstanding.
orders amounting to approximately RMB2.108,000 (equivalent 1o approximately
HKKS1.989.004) (subject to audit) have been performed and/or completed by the
Group during the period on or before 31 December 2004, No additional purchase
orders have been placed by the Midea Group with the Group after 11 November 2004
up to 3 December 2004.

Written agreements and purchase orders were entered into between the Midea Group
and the Group in respect of the manufacture and sale of goods pursnant to the
Provision of QEM Goods Arrangement. The agreements on prices were entered into
in respact of particular products on normal commercial terms, with the agreements
for {ixed periods up to approximately one year. The precise values of matrutacture
and sale transactions are determined when purchase orders are actually agreed upon
between the Midea Group and the Group. :

Based on the volume of the purchase orders placed by the Midea Group with the
Group an ot prior to L1 November 2004 but not yet performed and/or completed by
the Group as at that date. the amount of all transactions between the Midea Group
and the Group pursuant to the Provision of OEM Goods Arrangement during the
period after 11 November 2004 to 3t December 2004 would not exceed RMB8.500.000
(equivalent to approximately HK$8.018.900).

The Directors (including the independent non-exccutive Directors) confirnm that the
Provision of OEM Goods Arrangement are conducted in the ordinary course of
business of the Group. on normal commercial terms, negotiated on an arm'’s length
basis. and are fair and reasonable and in the interests of the Company and the
Shareholders as a whole.

2. REASONS FOR ENTERING INTO THE TRANSACTIONS

The Greup is principally engaged in the manufacture and sale of household electrical
apphiances. which inciude air-conditioners, refrigerators and mini-refrigerators. The
businesses of the Midea Group include the manufacturing and sale of houschold
clectrical appliances including. amony others, air conditioners. refrigerators. electric
fans. rice cookers, microwave ovens, etc. The Provision of OEM Goods Arrangement
is part ol the usual business of the Group. has been entered into in the ordinary
course of business of the Group. and was first entered into before Midea
International became a substanfial shareholder of the Company on | [ November
2004,

The Directors consider that it is in the inmerest of the Group 1o continue 10 carry on
transactions with the Midea Group under the Provision of OEM Goods Arrangement.

3. CONTINUING CONNECTLED TRANSACTIONS OF THE COMPANY

Following the compliction of the Sale and Purchase Agreement on |1 November
2004, Midea International became a substantial shareholder of the Company
interested in 670,076,808 shares. representing approximately 42.2% of the entire
issucd share capital of the Company as at the date of this announcement, As a result,
Midea International and its associates. including but not timited to Midea Group Co.,
Lid.. the bolding company of Mided International. and other members of the Midea
Group. became connected persons of the Company within the meaning of the Listing
Ruies. Accordingly, from 11 November 2004 onwards, transactions between the
Group and the Midea Group pursuant ta the Provision of OEM Goods Arrangement
will constitute continuing connected transactions of the Company under the Listing
Rules.

in rclation to the Continuing Connected Transaciions during the period after 11
November 2004 to 31 December 2004 (all of which being orders placed on or before
11 November 2004 and not yet performed and/or completed by the Group as at 11
November 2004). since the applicable percemage ratios and the 1otal consideration
involved are (subject o audit) within the de mininis thresholds under Rule 14A.34 of
the Listing Rules. the Continuing Connected Transactions are only subject to the
reporting and announcement requirements and are exempt from the Independent
Sharcholders™ approval requirements of Chapter 14A of the Listing Rules. Details of
the Continuing Connected Transactions will be included in the Company's next
published annual report and accounts in compliance with Rules 14A.45 and 14A.46
of the Listing Rules.

Simitar Continuing Connected Transactions are expected 10 be entered into from |

. B . o,

—~ et

the de minimis thresholds under Rule 14A.34 of the Listing Rules. Those future
transactions are required to comply with requirements under Rule 14A.35 of the
Listing Rules. such as the requirement to enter into written agreementts) and the
requirement o set a maximum aggregate annual value. The Company proposes to
seek approval from the Independent Shareholders in respect of these future
transactions, and an independent financial adviser is propesed 1o be appointed 10
advise the independent board committee for the purpose of considering the
Continuing Connected Transactions. A further announcement will be made in respect
of those future transactions and the shaseholders” approval 1o be sought.

4. DEFINITIONS

[u this aunouncement, the following expressions have the meanings set out below
unless the context requires otherwise.

has the meaning ascribed to it under the Listing
Rules

“associate(s)”

“Board™ the board of Directors

“Continuing Connected
Transactions™

the continuing connected transactions relating to the
manufacture of goods for, and sale of goods to.
subsidiaries of Midea Group Co.. Lid pursuant to the
Provisions of OEM Goods Arrangement

Hualing Holdings Limited. a company incorporated
in Hong Kong with limited liability. the shares of
which are listed en the main beard of the Stock

“Company”

Exchange
“Disectors” the directars of the Company
“Group™ the Company and its subsidiaries
“HKS" Hong Kong dalflars, the lawful currency of Hong

Kong
“Hong Kong™ Hong Kong Special Administrative Region of the
PRC

Shareholders other than Midea International and us
associates

“independent Shareholders™

“Listing Rules™ the Rules Governing the Listing of Securities on the

Stock Exchange

“Midea Group™ Midea Group Co.. Ltd. and its subsidiaries

“Midea International” Midea [nternational Corporation Company Limited.

a company incorporated in Hong Kong with limited

liability
“PRC™ The People’s Republic of China
“Provision of OEM the manufacture of goods by the Group for. and sale

Goods Arrangeiment™ of goods by the Group to. the Midea Group on an
OEM (original equipment manufacturing) basis.
certain details of which are disclosed under the
paragraph headed “The Provision of OEM Goods

Arrangement” of this announcement
“RMB”

“Sale and Purchase
Agreement”

Renminbi. the lawful currency of the PRC

the sale and purchase agreement dated 31 October
2004 and entered into between Midea International
and Able Profit Investment Limited in relation to the
sale by Able Profit Investment Limited and the
purchase by Midea International of certain Shares.
as referred to in the joint announcement dated 3
November 2004 and issued by the Company and
Midea Internationaf

“Share(s)” share(s) of HK$0.10 each in the share capital of the
Company
“Shareholder(s)” holder(s) of the Shares

“Stock Exchange” The Stock Exchange of Hong Kong Limited

By order of the Board
Hualing Holdings Limited
Zhang Quan
Director

Hong Kong. 4 January 2005

As at the date of this announcement, ithe executive Directors are Mr. Fang Hongbo.
Mr. Liw Liang, Mr: Zhang Quan, Mr. Chen Xiao Shi and My Liang Wei Wen  the non-
executive Directors are M. Li Jianwei, Ms. Yuan Ligun, My, Zhang XNin Hua and Mr.
Chen it Hang, the independent non-execurive Direciors are Mr. Chan Wai Dune, Mr.
Lam Ming Yung and Ms. Chen Chunhua.
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